
 

 

BEFORE THE PUBLIC UTILITIES COMMISSION 

OF THE STATE OF CALIFORNIA 
 
 
 
Order Instituting Rulemaking Regarding 
Policies, Procedures and Rules for 
Development of Distribution Resources 
Plans Pursuant to Public Utilities Code 
Section 769. 
 

 
Filed 

Public Utilities Commission 
August 14, 2014 

San Francisco, CA 
Rulemaking 14-08-013 

 
RESPONSE OF NEST LABS, INC. TO THE  

DISTRIBUTION RESOURCES RULEMAKING 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Daniel W. Douglass  
DOUGLASS & LIDDELL 
21700 Oxnard Street, Suite 1030 
Woodland Hills, CA 91367 
Telephone: (818) 961-3001 
E-mail: douglass@energyattorney.com  
 
Counsel to  
NEST LABS, INC.

Scott McGaraghan 
Head of Energy Partner Products 
NEST LABS, INC. 
smcgaraghan@nestlabs.com  
+1 (650) 318-1667 (o) 
+1 (650) 842-0045 (m) 

 
 

 
 
September 5, 2014

FILED
9-05-14
10:39 AM



 

i 

TABLE OF CONTENTS 
 

 
I. SUMMARY OF PROCEEDING ........................................................................................1

II. NEST LABS ........................................................................................................................2

III. NEST’S EXPERIENCES WITH LOAD MANAGEMENT ...............................................2

IV. KEY PRINCIPLES FOR RULEMAKING .........................................................................6

V. RULE 6.2 COMPLIANCE ..................................................................................................9

A. Proposed Category ....................................................................................................9

B. Need for Hearing .......................................................................................................9

C. Schedule ....................................................................................................................9

VI. CONCLUSION ..................................................................................................................10 

 
Attachment A:    Rush Hour Rewards – Results from Summer 2013  
 
Attachment B:   Seasonal Savings – Results from Summer 2013 
 
 



 

1 

BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIFORNIA 

 
 
Order Instituting Rulemaking Regarding 
Policies, Procedures and Rules for 
Development of Distribution Resources 
Plans Pursuant to Public Utilities Code 
Section 769. 
 

 
Filed 

Public Utilities Commission 
August 14, 2014 

San Francisco, CA 
Rulemaking 14-08-013 

RESPONSE OF NEST LABS, INC. TO THE  
DISTRIBUTION RESOURCES RULEMAKING 

In accordance with the directives provided in the August 20, 2014, Order Instituting 

Rulemaking (“Rulemaking”), Nest Labs, Inc. (“Nest”) is pleased to submit these comments to 

the Public Utilities Commission of the State of California in response to the Order Instituting 

Rulemaking Regarding Policies, Procedures and Rules for Development of Distribution 

Resources Plans Pursuant to Public Utilities Code Section 769 (“Order”). 

Our comments at this stage of the proceeding are focused on sharing our experiences with 

load management and providing a set of key principles that we hope the Commission will 

consider as part of this rulemaking - and that we hope will encourage participating parties to 

think about the provision of load management services differently.  We have not sought at this 

stage to address all of the questions outlined in the Order, but we have closely considered the 

guidance the Commission is seeking, and we stand ready to provide additional input as needed as 

this proceeding moves forward.  

I. SUMMARY OF PROCEEDING 

The Rulemaking was opened by the Commission “to establish policies, procedures, and 

rules to guide California investor-owned electric utilities (“IOUs”) in developing their 
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Distribution Resources Plan Proposals, which they are required by Public Utilities Code Section 

769 to file by July 1, 2015.  The Rulemaking will also evaluate the IOUs’ existing and future 

electric distribution infrastructure and planning procedures with respect to incorporating 

Distributed Energy Resources.”1  The Rulemaking is driven by the passage of Assembly Bill 

(“AB”) 327,2 which added to the Public Utilities Code a new Section 769, which addresses the 

IOUs’ electric distribution planning and the Commission’s obligation to review, modify, and 

approve the IOUs’ Distribution Resources Plan Proposals (“DRPs”).  The bill addresses multiple 

aspects of the provision of regulated utility service and of the energy market, including Net 

Energy Metering, the Renewables Portfolio Standard, natural gas and electricity rates, and 

electricity resources.  

II. NEST LABS 

Founded by Tony Fadell and Matt Rogers in 2010, Nest reinvents unloved but important 

home products like the thermostat and smoke alarm.  The company focuses on providing 

customers with simple, beautiful and thoughtful hardware, software and services that help reduce 

energy consumption and keep families comfortable and safe.  Today, Nest products are sold in 

the U.S., U.K. and Canada and are installed in more than 120 countries. 

Nest is a wholly-owned subsidiary of Google Inc. and is based in Palo Alto, California. 

III. NEST’S EXPERIENCES WITH LOAD MANAGEMENT 

Nest has already changed the way people think about their thermostat.  Moving forward, 

our goal is to change the way people think about energy use.  Rather than pushing one-size-fits-

all demand response or energy efficiency programs on customers, we want to offer customers 
                                                 
1 Rulemaking, at p. 2. 
2 Stats. 2013, ch. 611. 
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ways to save while keeping them in control of their own comfort and usage.  We want customers 

to be motivated and engaged participants in energy programs and we aim to provide technology 

that eases needlessly complicated tasks like programming a thermostat.  And we want energy 

savings to be persistent rather than short-lived.  

The Nest Learning Thermostat was released in October 2011 and has experienced 

significant success with customers.  The Nest Thermostat has a variety of hardware and features, 

including sensors, Wi-Fi capability, and smart-phone grade processing, to help customers 

consume less energy: it learns their preferences, turns the temperature down when the house is 

empty, and automatically lowers AC runtime when humidity conditions permit, helping people 

lower their energy use without sacrificing comfort.  The potential energy savings and grid 

benefits associated with these efficiencies are significant.   

We have also started partnering with energy companies to help them realize these 

benefits at scale.  Initially, our energy partnerships focused primarily in the competitive market 

of Texas, where we worked with Reliant Energy to create a successful customer acquisition-

focused program in which Reliant bundled a free Nest Thermostat with an energy plan.  In the 

spring of 2013, we released our first offerings to address utility load management needs.  We 

called these two offerings Rush Hour Rewards and Seasonal Savings. 

Rush Hour Rewards is a service that helps customers earn money back from their energy 

company by using less energy when everyone else is using more.  It is typically overlaid on top 

of a utility’s demand response program, but can be deployed as a standalone offering as well.  

Nest offers a turnkey approach of customer recruitment, enrollment, and deployment of software.  

For a view of how we communicate about Rush Hour Rewards with our customers, please see 

http://support.nest.com/article/What-is-Rush-Hour-Rewards.   
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When dispatched, Nest’s Rush Hour Rewards uses unique algorithms to determine the 

best mix of pre-cooling, cycling, and setbacks for each home on each day based on what we 

know about each customer’s comfort preferences and occupancy patterns, and the thermal 

characteristics of their home.  This combination is customized to each individual home, and is 

designed to maximize load reduction within the peak window, while preserving the customer’s 

comfort.  For example, in a home that is typically unoccupied during the afternoon, load 

reduction may be much more aggressive than in a neighboring home that is typically very active 

in the afternoon.  This unique balancing of load reduction with customer comfort goes a long 

way towards increasing customer satisfaction and voluntary participation.  The success is 

demonstrated in very high customer satisfaction ratings and enrollment retention, as well as very 

low opt-out rates on specific events.  By embracing what we know about each customer’s home, 

we harmonize the energy companies’ load shedding goals with the customer’s financial interest 

and comfort.   

Seasonal Savings automatically tweaks some temperatures in customers’ schedules to 

help them consume energy more efficiently, while still keeping their homes comfortable.  Most 

importantly, this is packaged for customers in a way that keeps them fully apprised of what is 

going on, getting them further engaged in the process.  Customers can change the temperature or 

adjust their schedules at any time, but if they stick with Seasonal Savings’ optimized schedule, 

our studies show that Nest Thermostat owners can save 5% on HVAC use.  These savings are on 

top of the savings delivered by our other features described above.   

We also offer each Nest account holder - free of charge - a customized monthly Energy 

Report via email that provides thought-provoking information on their energy usage and a 

summary of how many Nest Leafs (a popular reward badge that shows customers they are saving 
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energy) the customer has earned.  More information on the Nest Thermostat’s energy saving 

features can be found on our website at https://nest.com/thermostat/saving-energy/.   

We launched Rush Hour Rewards and Seasonal Savings with three energy partners in 

2013, including Southern California Edison, and are expanding these programs and adding new 

partners in 2014.  That said, Southern California Edison remains our only utility partner in the 

state of California.  However, we routinely hear, via social media and Nest surveys, that our 

customers served by other California utilities would like their energy providers to offer Nest 

energy efficiency programs.  We know the demand for these programs in California is 

significant, and if given the opportunity, we believe these programs can help more people save 

energy and money across our home state. 

In June of this year, we announced the Works with Nest program, in which we opened up 

Nest application programming interfaces (APIs) to developers so they could integrate third-party 

products with Nest products, thereby expanding the reach of Nest’s energy savings capabilities.  

Iconic brands like Whirlpool, Mercedes and Logitech have created energy saving integrations 

that Nest customers can opt to use free of charge.  For example, if a customer is signed up for 

Rush Hour Rewards with a participating energy provider, Nest can let Whirlpool know when an 

energy rush hour (i.e., a peak demand period) is about to happen, and the customer’s washer or 

dryer will delay the start of the cycle until the rush hour is over.  More information about the 

Works with Nest program can be found on our website at https://nest.com/works-with-nest/.   

Since the very beginning, Nest has endeavored to learn from industry thought leaders to 

design a better experience for our customers.  Nest has also contributed to the dialogue around 

energy efficiency, including engaging with the EPA’s ongoing process for Energy Star labeling 

for climate controls and publishing results from our load management programs, in an effort to 
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promote our objectives of simplicity, customer choice, and meaningful energy savings.  Please 

find attached White Papers outlining some early results from these programs, including results 

from our partnership with Southern California Edison.3 

IV. KEY PRINCIPLES FOR RULEMAKING 

All too often, load management programs focus on the needs of the grid and work 

backwards to the needs of customers.  At Nest, we start by looking for ways to engage and 

delight our customers and work from there to the needs of the grid.  That’s why we believe the 

customer’s point of view should be well represented in any discussion of distributed energy 

resource programs, and we hope that our experience can help inform the Commission’s approach 

as it moves forward with this proceeding.  

Many of the grid issues that the Commission’s Order addresses must be solved at 

residences and in residential neighborhoods, given that many of those issues will be caused by 

residential generation, storage, and EV charging.  This marks a potentially dramatic departure 

from prior demand management programs which relied mostly on commercial and industrial 

customers.  We believe that a focus on residential customer programs and markets requires a 

meaningfully different mindset.  As an example, the apparent underlying premise of Question 3 

in the Order is that decisions about the locations of DERs will be made with grid concerns in 

mind.  This may well be true for some types of DERs, but not for all.  We should note that many 

customers buy a smart thermostat without even knowing that it is capable of acting as a DER, 

and install it at their home regardless of the value to the grid.  

The key points that we would like to include at this stage are as follows: 

                                                 
3 See Attachment A, Rush Hour Rewards – Results from Summer 2013 and Attachment B, Seasonal 
Savings – Results from Summer 2013, attached hereto. 
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Need for simplicity:  The issues being addressed by this proceeding are complex, to be 

sure.  However, as we work through the different approaches, the most elegant solution 

will be doomed for failure if it is too complex to implement.  In order to achieve 

meaningful levels of customer participation, load management programs must be 

designed in a simple and transparent manner.  Some of this complexity can be mitigated 

through third-party involvement (as described below), but the underlying structures need 

to be simple enough that consumers can understand the basic value proposition. 

Limitations of price signals as a policy tool:  On the other side of the coin, while price 

signals can play an important role, we believe that overreliance on them risks 

oversimplifying what are, in fact, highly personal, multifactor residential energy 

consumption decisions.  Much emphasis has been placed on the role of price signals in 

encouraging customers to adjust their consumption patterns and their purchasing behavior 

to better conform to the grid’s limitations.  As intellectually satisfying as this approach is, 

it assumes that 1) customers will understand the impact of the price signals on their bills, 

2) they will have the means to easily adapt their usage and buying patterns based on those 

signals, and 3) the economics will be compelling enough to warrant that adaptation.  

Furthermore, such structures could create winners and losers among consumers, 

penalizing those that are unable to adapt for whatever reason.  We believe there is a place 

for such tariffs and structures, but policies should be built with other alternatives as well. 

Role of third parties:  We respectfully submit that third parties like Nest can and should 

play an active role in delivering DERs.  Many third parties have customer relationships 

that extend beyond the energy space.  These relationships create communications 

channels that can be used to more effectively recruit customers and increase their 
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participation in energy efficiency and demand response efforts.  Properly incorporated, 

these capabilities can magnify the impact of California’s Distribution Resource Plans. 

Data sharing:  We believe there should be a very high bar around the sharing of any 

individualized data from the customer side of the meter for the purpose of DER programs 

and markets. 

Distinction between grid infrastructure and consumer infrastructure.  First, we 

believe that data from grid assets up to and including the meter should be treated 

separately from data that come from DERs on the customer side of the meter.  

Even if utilities or others subsidize the purchase of DERs on the customer side of 

the meter, customers have a natural and deeply-rooted predisposition to consider 

the devices in their home as private.  Our comments below pertain to data from 

the customer’s side of the meter. 

Primacy of consumer privacy.  There is legitimate debate about what types of 

data represent private information.  However, we respectfully submit that the 

Commission should err on the side of overprotection in considering potential 

DER programs to avoid even the perception that consumer data is being shared 

unnecessarily or in a manner that could intrude on people’s privacy.   

Appropriate data sharing.  The world is still figuring out how to handle the large 

amounts of data that are being created on a daily basis.  In our experience, it is 

common for companies to want access to all available data, rather than being 

selective about exactly what type of data is required - even if they don’t have a 

specific use in mind for that data.  We believe that any data sharing that might be 
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included in DRPs should be tested to ensure that the appropriate amount of data is 

being shared. 

Distinguish data sharing requests.  On a related note, we appreciate that utilities 

and others involved in the markets and programs resulting from these proceedings 

may at times have other interests in data streams that are not strictly tied to proper 

functioning of a DER market or program.  For example, a utility may want data 

from an EV to help in the marketing of other products or services targeting EV 

drivers.  This is not inherently a problem - so long as the provision of that 

additional data is not a prerequisite for participation in DER markets or programs 

funded by ratepayer dollars. 

V. RULE 6.2 COMPLIANCE 

A. Proposed Category 

Nest support the Rulemaking’s proposed categorization as quasi-legislative. 

B. Need for Hearing 

Nest concurs that that the issues in the first phase of the Rulemaking may be resolved 

through comments and workshops without the need for evidentiary hearings.   

C. Schedule

Nest believes that the schedule proposed in the Rulemaking is acceptable.  We 

recommend that in order to optimize involvement in this proceeding by third parties such as 

Nest, the suggested Workshop on Staff Proposal tentatively slated for November should be held.  

Further, we note the schedule calls for the utility DRPs to be filed, per the statute, on July 1, 

2015, with a Commission decision on them to be issued by March, 2016.  During the interim 

period a subsequent ruling should encourage third party comments and replies on the DRPs, as 
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well as provide for the possibility of hearings in the event that disputed issues of fact should arise 

in connection with the DRPs. 

VI. CONCLUSION 

We appreciate the opportunity to provide these comments into this proceeding, and look 

forward to continuing to participate in the ensuing debates and discussions at the Commission. 

Respectfully submitted, 
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